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Question Answer 

D. 3 .............................................. Yes 

EXHIBIT F TO SUBPART I OF PART 1944— 
SITE OPTION LOAN TO TECHNICAL 
ASSISTANCE GRANTEES 

I. OBJECTIVES 

The objective of a Site Option (SO) loan 
under Section 523(b)(1)(B) of Title V of the 
Housing Act of 1949 is to enable technical as-
sistance (TA) grantees to establish revolving 
fund accounts to obtain options on land 
needed to make sites available to families 
that will build their own homes by the self- 
help method. An SO loan will be considered 
only when sites cannot be made available by 
other means including a regular Rural Hous-
ing Site (RHS) loan. 

II. ELIGIBILITY REQUIREMENTS 

To be eligible for an SO loan, the applicant 
must be a TA grantee that is currently oper-
ating in a satisfactory manner under a TA 
grant agreement. If the SO loan applicant 
has applied for TA funds but is not already a 
TA grantee and it appears that the TA grant 
will be made, the SO loan may be approved 
but not closed until the TA grant is closed. 

III. LOAN PURPOSES 

Loans may be made only as necessary to 
enable eligible applicants to establish re-
volving accounts with which to obtain op-
tions on land that will be needed as building 
sites by self-help families participating in 
the TA self-help housing program. Loans will 
not be made to pay the full purchase price of 
land but only for the minimum amounts nec-
essary to obtain an option from the seller. 
The option should be for as long as necessary 
but in no case should the option be for less 
than 90 days. 

IV. LIMITATIONS 

(A) If the amount of an SO loan will exceed 
$10,000, the prior consent of the National Of-
fice shall be obtained before approval. 

(B) The amount of the SO loan should not 
exceed 15 percent of the purchase price of the 
land expected to be under option at any one 
time, unless a higher percent is authorized 
by the State Director when other land in not 
available or the particular area requires 
more down payment than elsewhere or simi-
lar circumstances exist. 

(C) Form FmHA or its successor agency 
under Public Law 103–354 440–34, ‘‘Option to 
Purchase Real Property,’’ will be used with-
out modification in all cases for obtaining 
options under this subpart. 

(D) The limitations of § 1822.266(b) (1) and 
(2) of subpart F of part 1822 of this chapter 
(FmHA Instruction 444.8, paragraphs VI B (1) 

and (2)) concerning land purchase will apply 
to options purchased under this subpart. 

V. RATES AND TERMS 

(A) Interest. Loans will be made at an inter-
est rate of 3 percent. 

(B) Repayment period. Each SO loan will be 
repaid in one installment which will include 
the entire principal balance and accrued in-
terest. The maximum repayment period for 
each SO loan will be the applicant’s remain-
ing TA grant funding period. 

(1) A shorter repayment period will be es-
tablished if SO funds will not be needed for 
the entire TA grant funding period. 

(2) If a regular RHS loan is to be processed, 
the SO loan should be scheduled for repay-
ment when RHS loan funds will be available 
to purchase the land and repay the amount 
of SO funds advanced on the option, unless 
SO loan funds will still be needed to pur-
chase other options. Under no cir-
cumstances, however, will the repayment pe-
riod exceed the applicant’s remaining TA 
grant funding period. 

VI. PROCESSING APPLICATION 

(A) Form of application: The application for 
assistance will be in the form of a letter to 
the FmHA or its successor agency under 
Public Law 103–354 County Supervisor having 
jurisdiction over the area of the proposed 
site to be optioned. The letter will be signed 
by the applicant or its authorized represent-
ative and contain, as a minimum, the fol-
lowing information: 

(1) A copy of the proposed option that 
shows a legal description of the land, option 
price, purchase price, and terms of the op-
tion. If more than one site is to be pur-
chased, a schedule of the proposed options 
should be included. 

(2) Information to verify that a regular 
RHS loan cannot be processed in time to se-
cure the option. 

(3) Proposed method repayment of the SO 
loan. 

(4) Resolution from the applicant’s gov-
erning body authorizing the application for 
an SO loan from FmHA or its successor 
agency under Public Law 103–354. 

(B) Responsibility of the County Supervisor. 
Upon receipt of an SO loan application, the 
County Supervisor will: 

(1) Determine whether the applicant is eli-
gible. If the applicant is not eligible, or the 
loan cannot be made for other reasons, the 
application may be rejected by the County 
Supervisor with the concurrence of the Dis-
trict Director. The reasons for the rejection 
should be clearly stated and provided, in 
writing to the applicant. The applicant will 
have the right to have the decision reviewed 
following the procedure established in sub-
part B of part 1900 of this chapter. 
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(2) Review and verify the accuracy of the 
information provided. 

(3) Make an inspection and a memorandum 
appraisal of each proposed site ‘‘as is.’’ The 
appraisal will include a narrative statement 
as to whether the site has been recently sold, 
verify that the seller is the owner of the 
property, and indicate whether the purchase 
price is acceptable based on the selling price 
of similar properties in the area. 

(4) Indicate whether or not it appears that, 
considering the location and cost of develop-
ment, adequate building sites can be pro-
vided at reasonable costs. 

(5) If the option is for a tract of land on 
which 5 or more sites are proposed, the Coun-
ty Supervisor will forward to the District Di-
rector with recommendations as defined in 
§ 1924.119 of subpart C of part 1924 of this 
chapter. 

(6) If approval is recommended, prepare 
and have the applicant execute Form FmHA 
or its successor agency under Public Law 
103–354 1940–1, ‘‘Request for Obligation of 
Funds,’’ for the amount needed. Copies of the 
form will be distributed as provided in the 
Forms Manual Insert (FMI). 

(7) Forward the SO loan application and 
the applicant’s TA application or TA docket 
to the State Director. The submission will 
include the appraisal report and the County 
Supervisor’s comments and recommenda-
tions. 

VII. LOAN APPROVAL AUTHORITY AND STATE 
OFFICE ACTIONS 

The State Director is authorized to ap-
prove SO loans developed in accordance with 
this exhibit. The approval or disapproval of 
the loan will be handled in the same manner 
as provided in § 1822.272 of subpart F of part 
1822 of this chapter (FmHA Instruction 444.8, 
paragraph XII). SO loans will be established 
in Automated Multiple Housing Accounting 
System (AMAS) using Form RD 3560–51, 
‘‘Multiple Family Housing Obligation Fund 
Analysis’’. The Issue loan/Grant checks 
transaction will be used to request a check 
for SO loans. 

VIII. LOAN CLOSING 

(A) General. Loan closing instructions will 
be provided by the Office of the General 
Counsel (OGC) to assure that the Promissory 
Note is properly completed and executed. 
The County Supervisor may then close the 
loan. 

(B) Security for the loan. The loan will be 
secured by a Promissory Note properly exe-
cuted by the grantee using Form FmHA or 
its successor agency under Public Law 103– 
354 1940–16, ‘‘Promissory Note.’’ A lien on the 
optioned real estate will not be taken. 

(1) The ‘‘kind of loan’’ block on the note 
will read ‘‘SO loan.’’ 

(2) The note will be modified to show that 
the only installment on the loan will be the 
final installment. 

(C) Loan is closed. The loan will be consid-
ered closed when the note is executed and 
the loan check delivered to the grantee. 

IX. ESTABLISHMENT OF SO LOAN REVOLVING 
ACCOUNT 

(A) Supervised bank accounts will not be 
used for SO loans. 

(B) Grantee will deposit SO loan funds in a 
depository institution of its choice. The use 
of minority institutions is encouraged. Such 
funds will remain separate from any other 
account of the grantee and shall be estab-
lished as an SO revolving account. 

(C) Checks drawn on the revolving account 
will be for the sole purpose of purchasing 
land options and must be signed by at least 
two authorized officials of the grantee who 
have been properly bonded in accordance 
with § 1944.411 (e) and (g) of this subpart. 

(D) Grantees will not expend funds for any 
options until the site and the option form 
have been reviewed and approved by the 
County Supervisor. 

(1) SO funds will not be left unused in the 
revolving account in excess of 60 days. 

(2) If the funds are not used for the in-
tended purpose within the 60 days specified 
above, the unused portion will be refunded 
on the account. 

(E) When funds become available for repay-
ment of the SO loan, such funds will be de-
posited in the revolving account for the pur-
chase of additional site options if needed. If 
such funds are not needed to purchase more 
options, they will be applied on the SO loan. 

X. SOURCE OF FUNDS 

SO loans will be funded from the self-help 
housing land development fund. 

[55 FR 41833, Oct. 16, 1990, as amended at 69 
FR 69105, Nov. 26, 2004] 

Subpart J [Reserved] 

Subpart K—Technical and 
Supervisory Assistance Grants 

SOURCE: 44 FR 36891, June 22, 1979, unless 
otherwise noted. 

§ 1944.501 General. 
(a) This subpart sets forth the poli-

cies and procedures for making grants 
under section 525(a) of the Housing Act 
of 1949, 42 U.S.C. 1490e(a), to provide 
funds to eligible applicants to conduct 
programs of technical and supervisory 
assistance (TSA) for low-income rural 
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